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her  honor,  by  such  au  oi^nization  of  all  her  financial  depart- 
ments as  shall  leave  no  room  for  enors.  from  penurious  employ- 
ment of  asrents.  nor  inadequate  legislation  to  regulate  their  du- 
ties. 

In  finally  bringing  this  report  to  its  close,  the  committee  can- 
not do  so  without  expressing  their  hearty  commendation  to  the 
Commissioner  of  Loans  and  his  clerk,  from  whom,  in  their  long 
and  arduous  examination,  they  have  received  the  most  polite  at- 
tention, and  everv'  facility  requisite  to  the  performance  of  their 
duties. 

All  of  which  is  re^pectfuUv  submitted. 

FRANCIS   J.  HOOVER, 
CLINTON   COOK. 

On  the  part  of  the  House. 
FRANCIS  P.  PHELPS, 

On  the  part  of  the  Senate. 
Baliimore,  December    11th.    1S46. 
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BY  THE  HOLSE  OF  DELEGATES, 
January   15th,  1S47. 
Read  and  ordered  to  be  printed. 


COMMU:S'ICATIOX 


FROM    THE 


President  of  the  Baltimore  and  Oliio  Rail  Road  Companr, 


TO 


THOMAS   DONALDSON,   ESQ,, 


CHAIRMAN  OF  THE  COMMITTEE  OX  WAYS  AXD  MEAX 


Extract  from  the  minutes  of  the  Boards  at  their  stated  Meeting, 
January  13ihj  1847. 

"The  President  presented  fo  (he  Board  ihe  Annual  Message  of 
the  G(3vernor  and  tiie  Annual  Pteport  of  the  Treasurer. 

"He  also  acquainted  the  Board  that  a  resolution  had  been  pro- 
posed in  the  House  of  Delegates,  by  the  Chairman  of  the  Com- 
mittee of  Ways  and  Means,  authorisipg  the  Treasurer  to  accept 
the  Slate's  share  of  the  recent  dividend  by  this  Company,  and 
that  it  was  undeistood  the  resolution  had  been  made  the  order 
for  Monday,  the  ISih  ins'ant. 

'<It  being  obvious  that  the  true  character  of  the  dividend,  nor 
the  considerations  by  whivh  the  Board  had  been  actuated  in 
declaring  it,  had  been  correctly  apprehended  ;  and,  as  there  ap- 
peared to  be  a  general  wish  that  their  motives  and  conduct  should 
be  salisfactorily  explained  to  the  Legislature,  he  submitted  to  the 
Boasd  whether  they  would  desire  to  authorise  any  proceeding  for 
that  purpose. 

"He  had  prepaied  a  letter  to  Thomas  Donaldson,  Esq.,  Chair- 
man of  the  Committee  of  Ways  and  Means  of  the  House  of 
Delegates,  embodying  an  explanation  of  the  character  and  mode 
of  paying  the  dividend  ;  and  which,  if  it  met  the  entire  appro- 
bation of  the  Board,  he  would  be  willing  to  forw'ard  to  that  gen- 
tleman under  their  authority. 

"The  letter  being  read,  on  motion  of  Mr.  O'Donnell,  seconded 
by  Mr.  Murdoch,  it  was  unanimously  approved  and  adopted; 
and  the  President  was  authorised  to  transmit  it  !o  Jhe  Chairman 
of  the  Committee  of  Ways  and  Means  of  the  House  of  Dele- 
gales." 

I  certify  the  foregoing  lobe  a  (rue  copy. 

J.  J.  ATKINSOlt,  Secretary. 


COMMUNICATION. 


Office  of  the  Baltimore  6c  Ohio  Rail  Road  Co., 

January  13th,  3  847. 

To  Thomas  Doxaldsox,  Esa.,  Chairman  of  I  he  Committee  of 
Wai/s  and  Means,  House  of  Delegates,  Annajjolis. 

Sir: 

Perceiving'  that  so  miicli  of  the  Message  of  the  Governor  as 
rehites  lo  the  rec.Mit  dividend  by  this  company  hag  been  referred 
by  the  House  of  Delegates  to  the  Comniiitee  of  Ways  and  Means, 
I  have  deemed  it  no  niorc  than  my  duly,  as  soon  as  at  iheir 
slated  meeting  to-day,  it  could  receive  the  sanction  of  the  Board, 
to  invite  your  attention  and  tiiat  of  the  committee  to  some  obser- 
vations illustrative  of  the  real  character  and  principles  of  the 
dividiind  :  and  of  its  effect  upon  the  interests  of  the  Slate  as  a 
stockholder. 

The  Annual  Report  of  the  Presiiient  and  Directors — a  copy  of 
which  I  have  the  honoi  to  subjoin. — presents  generally,  and,  it 
was  hoperl,  satisfactorily,  tiie  grounds  and  inaucemoiits  wliich 
influenced  the  President  and  Directors  in  their  proceedings ;  and 
1  will  not  aliempl  to  disguise  the  regret  \vhich  all  nuist  feel  that 
they  should  have  been  liable  to  misapprehension  in  any  quarter 
whaiever. 

The  gravest  niisconceplion  to  which  it  would  appear  the  mode 
ailopted  for  its  payment  has  exposed  the  character  of  the  recent 
dividend, — because  if  true,  the  conduct  it  supposes,  coidd  neither 
be  defended  nor  paiiaicd,  and  aliliough  wholly  imauihorised 
would  ncvcrlheless  be  both  offensive  and  unjust, — is  the  unequi- 
vocal expresiion  of  tlie  opinion  by  the  highest  funclionary  of  the 
State,  that  the  dividend  was  ^-declared  of  conjectural  profits.-^ 
It  may  be  presumed  that  the  honoraltle  body  lo  whom  this  opinion 
has  been  expressed,  not  less  than  those  whose  probity,  if  it  were 
true,  would  be  implicated,  would  be  gralilied  at  an  opjwriuui'y  of 
shewing  it  to  be  altogellier  immtriied.  And  as  the  company  has 
been  presented  to  the  Honorable  Legislatuie,  by  the  same  func- 
tionary, as  possessing  on  oihm"  grounds  "the  strongest  claims  to 
their  iavoraltle  consideration,  anti  to  all  the  assistance  which  with- 
out detriment  to  (he  public  revenue  they  can  render  it  in  the  pre* 
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ssculioii  of  its  designs,"  it  iiuiy  be  supposed  that  a  refutation  of 
that,,  which,  if  left  without  coutradiciion,  might  depiive  them  of 
both,  would  not  be  less  satisfactory. 

It,  therefore,  becomes  no  less  a  duty  than  a  right,  lo  state  and, 
by  the  undeniable  facts  of  the  case  to  proVe,  I  hope  to  the  satis- 
faction of  all  who  may  take  the  trouble  to  examine  the  subject, 
titat  (he  recent  divitlend  of  this  con)pany  was  not  in  any  sense, 
and  according  to  any  just  interpretation  "declared  of  conjectural 
ptotiis;"  and  that  not  one  of  those  who  recommended  that 
dividend,  and  tlie  mode  of  its  payment,  could  be  capable  of 
meriting  the  approbrimn  which  the  character  that  has  been  attri- 
buted to  their  act,  would  deserve, 

Tiie  annual  rrpDit,  affecting  neitlier  concealment  nor  mystery, 
but  fully  and  plainly  setting  foith  ail  the  features  of  the  proceed- 
ing, with  the  general  inducenients  tiiat  led  to  its  adoption, — and 
which,  it  might,  not  unreasonably  have  been  expected,  would 
ensure  the  approbation  of  the  whole,  as  it  in  fact  did  that  of 
{fills  of  the  stockholders: — the  annual  report,  free  from  all 
doubt  and  not  susceptible  of  the  slightest  impeachment,  conclu- 
sively shows  that  the  profits  of  the  company,  actually  earned  and 
received  during  the  year,  exceeded  twice  the  amount  of  that  of 
which  the  dividend  was  declared ;  and  the  explanations  accom- 
panying the  report  shew  with,  equal  conclusiveness,  that  until 
these  profits  should  be  paid  to  the  stockliolders  in  souje  mode  ac- 
ceptable to  tl'.emselves,  they  would  unnecessarily  be  depiived  of 
the  entire  earnings  of  the  year. 

I  may  assure  you,  sir,  that  if  the  Directors  could  have  antici- 
patetl  any  objection  lo  the  mode  by  which  they  proposed  to  pay 
the  profits  they  had  earned  to  their  stockholders,  the  possibility 
that  profits  sljewn  to  have  been  actually  earned  could  be  denomi- 
nated "conjectural"  could  not  have  entered  into  their  minds. 

For  any  pnipose  than  that  of  a  proper  connection,  it  would  be 
unnecessary  to  observe,  that  the  profits  of  the  company  applicable 
to  dividend,  and  which  without  some  substantial  reason,  the  Pre- 
sident and  Directors  would  be  bound  by  the  provisions  of  the 
chartei,  annually  to  distribute  to  the  stockholders, — comprehend 
the  net  actual  receipts  over  and  above  the  cost  of  transportation,  in- 
cluding ihe  ordinary  repairs  of  roadway  and  machinery,  and  of 
,the  other  works  necessary  to  the  company's  operations  ;  and  al- 
though these  may  be  and,  from  the  necessity  of  the  case,  not  un- 
frequently  arc  expended  upon  other  and  more  permanent  objects, 
they  cannot,  for  >hat  reason,  be  less  regarded  as  the  actual  net 
earnings  of  the  company's  operations.  In  the  earlier  history  of 
this  company,  the  authority  of  the  Board  to  apply  their  net  actual 
revenue  beyond  the  current  and  ordinary  expenses  of  the  year  to 
the  purposes  of  "construction,"  or  of  permanent  or  extraordinary 
repairs,  was  seriously  questioned;  and  the  opinion  that  these  ob- 
jects could  only  be  provided  for  by  an  addition  to  the  capital,  or  by 
loans,  found  numerous  and  respectable  advocates.  It  appears, 
however,  to  have  been  finally  decided  that,  according  to  a  just  ia- 
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leipretntion  of  the  charter,  it  was  optional  with  the  Board  to  pro-; 
vide  lor  all  such  oiyecta,  by  adding  to  the  capiad,  or  by  borrowing 
iipun  loan,  or  by  a  direct  ap[)licaiion  of  i\]c  annnal  revenue.  Jt 
will  noi  Cdcape  yon,  in  this  connection,  that  I  he  resource  of  bor- 
lowiui^  dillers  in  nodiing,  bu'.  in  aniotnii,  and  in  the  nioile  and 
time  of  iis  applicaiion,  from  a  direct  use  of  the  revenue:  since  the 
latter  only  ought  properly  to  be  looUed  lo  for  the  payuicni  of  the 
intuiesi  and  ihe  uliinialc  reimbmsement  of  the  principal  of  the 
loans  ;  anil  in  point  of  fact,  although  with  hss  diiectness,  an  addi- 
tion lo  the  capital  cannot  be  made  without  a  similar  elleci  up  in 
the  levt-nue.  In  the  former  case,  the  application  of  the  revenue 
is  spread  over  a  series  of  yefirs,  and  in  the  latter  is  subjected  to  a 
p'lmaneni  charge.  In  the  present  instance,  so  far  as  the  interests 
of  the  slockholders  are  concerned,  the  innnediate  efl'ect  of  an  ad- 
dition to  the  capital  would  have  been  less  advantageous,  as  will 
belter  appear  in  the  subsequent  rcmaiks  it  will  be  my  duty  to  make. 
It  must  be  plain,  therefore,  that  to  raise  nioney  by  loans,  for  any 
purpose  whiilever,  is  irt  ellect  only  an  application  of  tlie  armual 
revenue  to  such  object;  and  while,  for  current  objects  of  expendi- 
ture, immediately  relating  to  the  ordinary  operations  of  the  work, 
and  capable  of  easy  provision  fiom  the  annual  receipts,  the  revenue 
is  commonly  used,  yet,  for  greater  objects  either  of  construction^ 
or  of  repair  of  a  moie  permanent  character,  and  recpuring  loo 
great  an  expenditure  to  be  met  by  the  annual  net  receipts,  an  ad- 
diiion  to  the  capital  or  loan  is  the  obvious  resource — the  latter,  is 
in  most  iristances  prefeired.  Accordingly,  when  interrogated  by 
the  Hoirse  of  Delegates,  in  the  month  of  January,  1844,  as  to  the 
source  whence  the  lioard  intended  Lo  procure  the  means  to  engage 
in  the  transportation  of  coal  and  iron,  it  was  officially  stated,  in 
reply,  that  they  expected  to  resort  to  their  credit,  or  to  their  reve- 
nue, or  to  both,  as  they  might  deem  most  advisable  when  it  should 
become  necessary  to  use  either.  The  Board  Qnally  determined, 
and  in  the  x\nnual  Report  announced  their  determination,  to  resort 
to  a  loan  for  that  purpose  ;  to  be  r'aised  in  the  fust  instance,  from 
their  stockholders  by  the  application  of  a  portion  of  the  annual 
revenue,  under  a  pledge  of  reimbursement  from  the  proceeds  of 
the  coal  and  iron  trade,  so  long  as  it  might  be  practicable  to  keep 
it  distinct  from  the  general  transportation.  The  last  annual  report 
shows  why  it  was  no  longer  feasible,  to  sepai'ate  the  coal  trade, 
which  had  extended  beyond  thelinritof  special  coirtracls,  from  the 
general  business  of  the  road. 

As  early  as  the  nronth  of  November,  1S45,  the  old  parts  of  the 
track,  originally  constrrrcted  with  the  thin  plate  iron  bar,  was  found 
10  be  so  dilapidated  as  to  need  a  thorough  renovation  of  the  whole    1 
lino,  from  Baltimore  to  Har-pers'  Ferry;  and,  in  the  opinion  of  the   / 
Chief  Errgineer,  its  co'  dition   had  beconre  so  unsound  arrd  pr^eca-  / 
riorrs  as,  not  mor^e  for  the   strcc^'ssful  oper^ations   of  lire  conrpany^ , 
than  for  the   securitv  of  the  pirblic,  to  rocprire  that   the  renovaiiori' 
shouKI  be  accomplished  with  the  least  possible  delay.     Under  sitch 
circumstances,  the  Board  deemed  it  their  imperious  duty  lo  exejt 
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their  utmost  resources  to  accomplish  the  object.  It  must  be  obvious 
to  all  that  for  a  work  of  such  magnitiuie,and  demanding  so  much 
despatch,  the  annual  revenue  of  the  company  woul  I  be  utterly 
inadecjuate  ;  and  it  must  be  not  less  obvious  that  to  such  a  renova- 
tion of  the  road,  strictly  resembling,  if  in  fact,  it  may  not  be  called 
the  work  of  constructioti; — to  endure,  with  the  aid  of  current  re- 
pairs, indefinilely, — it  would  have  been  unjust  to  the  present  stock- 
holders, if  indeed  it  were  not  inconsistent  with  the  spirit  of  the 
charter,  directly  and  exclusively  to  apply  the  annual  receipts. 
The  Board  did  not  doubt  that  such  a  work  was  precisely  of  a 
character  to  make  it  only  just  and  equitable  that  the  application 
of  the  revenue  should  be  spread  over  a  series  of  years ;  and  they 
accordingly  determined  to  borrow  such  amount  as  might  be  re- 
qijisite  for  the  purpose.  They  accordingly  authorised  the  com- 
mittee of  Finance  to  raise  the  requisite  amount  by  loa'o,  upon 
the  bonds  of  the  company,  re-imbursable  in  twenty  years,  and 
bearing  an  interest  of  six  per  cent,  to  be  further  secured  by  a 
mortgage  upon  the  company's  property.  The  authority  for  this 
proceeding  is  conferred  b}^  (he  company's  charter,  which  will  be 
presently  recited ;  but  a  doubt  being  entertained,  whether,  ac- 
cording to  the  provisions  of  the  charter,  the  bonds  could  be  legal- 
ly disposed  of  below  the  par  value,  a  special  application  was  pre- 
sented to  the  Legislature  to  remove  that  doubt.  Il  is  understood, 
and  will  not  it  may  be  presumed,  be  denied  that,  upon  that  occa- 
sion, the  object  of  asking  for  the  enlarged  authority  was  frankly 
explained  ;  and,  upon  this  explanation  the  Legislature  passed  the 
act  of  the  last  session,  permitting  the  bonds  to  be  sold  upon  such 
terms  as  the  Board  might  think  proper  to  accept. 

After  the  passing  of  this  act,  the  BDard, — not  doubting  that  an 
amount  of  the  bonds  sufficient  fo^"  their  immediate  purposes  could 
be  sold  before  the  end  of  the  year, — in  the  month  of  January, 
1846,  directed  thirty  miles  of  the  new  track  to  be  pcil  under  con- 
tract, and,  for  the  monthly  payments,  used  the  revenue.  If  the 
expectations  of  the  Board  had  been  realized  and  the  bonds  had 
been  sold  and  the  loan  consummated  in  the  ordinary  way,  there 
would  not  have  been  enough  even  of  novelty  in  the  transaction  to 
have  provoked  objection  from  any  quarter.  I  do  not  doubt,  that 
upon  a  further  examination  of  the  subject,  the  scheme  finally 
adopted  will  be  found  to  be  neither  more  nor  less  than  a  loan,  con- 
summated, it  may  be  admitted,  in  a  difierent  mode,  but  consum- 
mated in  sti-ict  conformity  with  the  charter ;  in  furlhetance  of  (he 
publicly  avowed  objects  of  the  Board,  and  upon  terms  more  ad- 
vantageous to  the  interests  of  the  stocklioldeis,  than  it  would  have 
been  possible,  under  the  circumstances,  to  have  accomplished  it 
in  the  usual  way. 

Recurring  again  to  the  annual  report  it  w'\\\  be  perceived  (hat 
the  net  earnings  of  the  company  during  the  year  over  and  above 
the  current  expenses,  including  (he  ordinary  repairs  of  rail  way 
and  machinery,  amounted  to  the  sum  of  $440,475  -j-Vr  being 
more  than  six  per  cent,  upon  the  capital ,  and  these^  it  may  be 
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observed,  constituted  the  actual,  net  "conjectural"  profits  of  the 
year.     The  portion  of  these  profits  borrowed  from  the  revenue  on 
account  of  ilie  coal  iracie,  and  lor  the  purpose  of  reconstructing  the 
road  in  anticipation  of  the  sale  of  the  bonds,  amounted  to  8146,- 
816  iVV  \vhich  with  the  other  appropriations  already  staled,  re- 
duced   the   amount   of  profits  unexpend(?(l  to  the   sum  of  $00,- 
540  f'o*ts  beins, — idler  providing  for  the  siidving  fund,— about  one 
per  cent,  on  the  capital.     So  that  it  will  appear  that,  by  replacing 
the  former  amount  by  loan,  according  to  the  avowed  intention  of   ^ 
the  Board,  the  net  profits  in  hand  would  have  been  .$23T,:i56  tVuj    I 
which,  after  making  the  usual  appropriation  to  the  sinking  fund,    | 
would  fully  auihorize  a  dividend  of  three  per  cent. 

I  submit  to  you,  sir,  if  it  be  possible  to  question  cither  the  au- 
thority or  expediency  of  replacing  both  the  above  sums  by  /oft7i, 
in  any  mode  in  which,  with  the  consent  of  the  borrower  and 
lender,  it  could  be  consummated?  The  fundamentiil  objects  of 
tTTc  incorporation  of  such  a  company  as  this  can  be  nothing  less 
than  the  conslructioii  and  repair  of  theit  road, and  of  the  power, 
machinery  and  slat  ions  that  may  be  necessary  to  preserve  it  in  ef- 
fective operation,  during  the  existence  of  the  charier.  Although, 
in  common  parlance,  the  same  description  of  work  may  be  inielli- 
gibly  designated  by  ditrerent terms,  and  those  of  renGvationo\  re-  . 
constructi'rti  be  indiscriminately  employed  to  distinguish  that  which  \ 
might  appear  to  be  somewhat  different  either  from  construction  or 
or  ordinaiy  repairs ;  it  would  be  difficult  to  imagine  any  dcjcriplion  ^ 
of  work  whatever,  either  in  the  original  making  of  the  road,  or  in 
its  sulisocpient  preservation,  that  would  not  be  comprehended  by 
the  terms  conslruclion.  and  repair.  I  have  always  supposed  that 
professionally  the  term  construction  comprehended  the  whole  cost 
of  making  the  rail-way,  of  stocking  it  with  moving  power,  ma- 
chinery and  stations  of  every  kind,  and  also  any  new  appurienaa- 
ccs  of  the  same  description,  that  might  from  time  to  time  be  need- 
ed; and  that  CN'eryihing  noccssaiy,  subsequently  to  preserve  the 
wliole  in  good  order  was  comprehended  under  the  denomination 
of  repair.  In  England  certaiidy,  and  in  all  the  estimates  of  ori- 
ginal cost  of  the  multiplied  rail- ways  in  that  country,  and  in  the 
numerous  professional  treatises  to  which  these  extraordinary  im- 
provements have  given  rise,  the  distinction  I  have  stated  is  uni- 
formly recognized. 

Accordingly,  it  may  be  presumed  in  conformity  with  this  dis- 
tinction, by  the  14th  section  of  the  charter, — which  there  is  abun- 
dant proof,  was  prepared  by  no  careless  hand, — it  is  declared 
"that,  the  President  and  Directors  of  the  company  shall  be  and  t 
are  hereby  invested  with  all  the  rights  and  powers  necessary  to 
the  construction  and  repair  of  a  rail  road  from  the  city  of  Balti- 
more, to  some  suitable  point  on  the  Ohio  liver." 

The  second  section  provides  "that  the  capital  stock  of  the  Bal- 
timore and  Ohio  Rail   Road  Company  shall  be  tlirce   milliojis  of   \ 
dollars,  in  shares  of  one  hundred  dollars  each."     The  mind  that    ! 
dictated  the  charter,  however,  could  not  be  deluded  by  the  belief 
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that  the  objects  of  the  iu corporation  could  be  accomplished  with 
such  means,  and  it  did  not  leave  its  work  incomplete.  By  the 
13th  section^,  therefore,  it  is  enacted  -'that,  if  the  capital  slock  of 
said  company  shall  be  deemed  insufiicient  for  the  purposes  of 
this  act,  it  shall  and  may  be  lawful  for  the  President  antl  Direc- 
tors of  the  company,  or  a  majority  of  them,  from  time  to  time  to 
increase  the  said  capital  stock,  by  the  addition  of  as  many  shares 
as  they  may  deem  necessary," — with  no  other  restriction  than 
that  the  shaies  ^'shall  not  be  sold  under  their  par  value."  The 
same  section  also  expressly  enacts,  "that  the  President  and  Direc- 
tors, or  a  majority  of  them,  shall  have  power  to  borrow  money 
for  the  objects  of  the  act^  to  issue  certificates  or  other  evidence 
of  such  loans,  and  to  pledge  the  property  of  the  company  for  the 
payment  of  the  same  and  its  interes:."  It  is  plain,  therefore, 
that  according  to  these  clear  and  comprehensive  provisions,  the 
Board  were  fully  authorised  to  repay  to  their  stockholders  such 
amount  as  they  had  taken  from  the  annual  receipts  for  the  pur- 
poses already  exj)lained, — either  by  making  an  addition  to  the 
capital,  and  delivering  the  shares  necessary  for  that  purpose  to  the 
stockholders  if  they  chose  to  accept  them  ;  or  by  raising  the  same 
amount  by  loan  !  A  preference  of  either  would  necessarily  depend 
upon  the  sound  discretion  of  the  Board  ;  and  if  a  resoit  to  loans 
be  preferred,  I  am  yet  to  discover  any  thing  in  the  v*?urds  or  spirit 
of  the  charter,  or  in  the  nature  of  the  case^  that  would  render  a 
loan  from  a  stockholder  or  from  the  body  of  the  stockholders,  less 
expedient  or  justifiable  than  if  obtained  from  any  other  quarter. 
In  the  present  instance,  as  I  hope  will  satisfactorily  appear,  the 
preference  given  to  a  loan  was  on  every  ground  the  most  expe- 
dient ;  and  that  the  mode  of  borrowing  from  ihe  stockholders, 
rather  than  by  an  indiscriminate  sale  of  the  bonds,  was  not  less 
advantageous  to  their  interests,  may  be  presumed  from  their  ready 
co-operation  in  the  measure. 

The  proceeding  is  far  from  being  without  warrant,  in  olher 
respects,  and  from  analogous  acts  of  the  Board,  heietofore  sanc- 
tioned by  the  State.  According  to  the  interpretation  they  have 
received  by  the  company's  counsel,  similar  powers  of  adding  to 
the  capital  or  of  borrowing  money  for  such  purposes  as  have  been 
heieiofore  explained  are  conferred  by  the  laws  authorising  the 
consuuclion  ot'  the  Washington  road.  For  sometime  after  the 
conipleiion  of  that  road  the  repairs  were  very  heavy,  fnr  gi eater 
than  are  usu;dly  incident  to  a  new  work,  and  the  profiis  of  the 
road  were  applied  in  making  them.  The  cause  of  such  extraor- 
dinary repairs  was  to  be  found  in  the  character  of  the  country  and 
the  nature  of  the  soil.  The  earlh  continued  for  years  to  fall  in 
from  the  sides  of  the  deep  cuts,  requiring  to  be  constantly  re- 
moved at  great  expense;  and  in  1838  when  it  was  supposed  the 
cuts  had  assumed  the  slope  at  which  it  was  thought  they  could 
stand,  the  Board  requested  the  opinion  of  their  counsel  as  to  their 
authority  to  return  to  the  stockholders  the  revenue  which  had 
been  from  time  to  time  taken  for  those  purposes.     I  believe  I  may 
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assure  you  ihat  the  Board  are  not  in  tlie  liubit  of  taking  any  im- 
portant nieasme,  involving-  a  construction  of  their  charter,  without 
the  precaution  of  seeking  the  best  advice  at  theit  comuiand.  On 
that  occasion,  the  counsel  staled  it  as  his  opinion  that  '■Hhe  stock- 
holders had  a  lisj^ht  to  cm  equivalent  of  these  expenses  in  divi- 
dends;  and  the  question  was  as  to  the  manner  in  wliich  the 
stockholders  should  be  paid.  He  thought  two  modes  pre>;ented 
themselves.  The  first  was  to  borrow  the  money  and  pay  it  to 
the  stockholders  thereby  creating  a  debt  to  be  gradually  extinguish- 
ed,— the  other  was  to  ci'cate  an  amount  of  stock  equal  to  the  ex- 
penses above  mentioned  and  give  it  to  the  stockholders  in  lieu  of 
money — which  iras  in  fact  a  borrotning-  from  the  stockholders^ 
giving  them  stock  instead  of  bon,ds  for  their  loan  ;  and  he  enter- 
tained no  doubt  whatever  as  to  the  company's  right *to  pursue 
either  mode.''  He  thought  ''the  road  defectively  constructed  at 
first  had  been  re-constructed  in  fact;  and  the  charge  was  not  one 
which  it  was  right  to  put  immediately  upon  the  revenue."  In 
the  state  of  the  company's  credit  at  thai  time,  and  considering  the 
increasing  value  of  the  Washington  road,  (he  Board  determined 
to  return  to  the  stockholders  in  shares  of  stock,  the  money  that 
had  been  taken  fio.in  the  profits.  They  accordingly  increased  the 
capital  10  per  cent.,  issued  certificates  of  new  stock  to  that  amount, 
and  delivered  them  to  the  stockholders  at  par,  in  lieu  of  their  cash 
dividends!  Although  that  proceeding  was  in  fact,  and  so  treated 
in  the  opinion  of  the  company's  counsel,  ordy  borrowing  from  the 
stockholders,  giving  them  stock  instead  of  bonds,  neither  the  au- 
thority of  the  company  nor  the  expediency  of  exercising  it  was 
questioned.  Its  novelty,  even,  occasioned  no  surprise;  and  by 
the  able  gentleman  who,  at  that  time,  and  for  many  years  before,  and 
subsequently,  presided  over  the  finances  of  the  State  with  integ- 
rity and  courteousness,  only  surpassed  by  his  acknowedged  ability, 
the  new  shares  were  accepted,  and,  added  to  the  number  pre\ious- 
ly  owned  by  the  Stale,  have  ever  since  constituted  part  of  the 
capital  on  which  she  has  received  all  subsequent  dividends. 
Then,  on  the  recent  occasion,  in  point  oi"  law  the  authoritv  and 
option  of  the  company  were  the  same  ;  and  if  the  Board  had  pro- 
ceeded to  rolurn  the  profits  to  the  stockholdeis  by  shores  of  stock 
instead  of  bonds,  the  veiisimilitude  of  the  two  cases  would  have 
been  perfect  ;  and  in  that  case,  the  former  having  been  recognised 
by  the  authorities  of  the  State,  there  coidd  have  iieen  no  pietence, 
so  far  as  the  legality  of  the  proceeding  was  concerned,  to  complain 
of  ihe  last.  In  returning  in  a  divitlend  the  profits  that  had  been 
applied  to  the  coal  trade,  and  to  the  reconstruction, however,  the 
Board  did  dot  consider  that  a  return  of  the  profits  in  shares  of 
stock,  would,  under  the  circumstances,  be  just  to  the  stockholders. 
In  the  former  case,  the  stock  of  the  Washington  road  was,  in 
fact  of  greater  value  than  the  bonds  of  the  company ;  but  at  the 
lime  of  the  last  dividend,  the  bonds  were  supposed  to  be  of  not 
|ess  value  than  9tj  dollars  in  the  hundred,  while  the  value  of 
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shares  of  stock  was  in  fact  less  than  fifty  in  the  hundred  ;  so  thai 
by  pioposiiio:  to  pay  in  bonds  rather  than  s'ock,  the  Boaid  offered 
to  tiie  stockholders  an  advanuige  equal  to  ihai  ciHerence!  I  hope, 
sir,  you  will  bear  in  mind  ihai,  according  to  the  opinion  of  the 
company's  counsel,  and  1  may  add,  from  the  nature  of  the  case, 
eit'uer  mode  was  meiely  bonowing  fioni  the  stockholders  the 
amount  of  profits  which  had  been  earned  with  their  capital  ;  and 
that  the  only  difference  between  them  consisted  in  paying  them, 
in  ths  one  case  in  shares  of  stock  worth  fifty  cents,  and  in  the 
other  in  bonds  woiih  noi  less  than  ninety-six  cents  in  the  dollar! 
Tnen  sir,  if  it  appear,  as  I  think  it  plainly  must,  that  the  recent 
dividend  was  not  declared  of  ^^conjectural  profits,''^ — a  charge 
which  of  any  that  could  be  made  I  hope  is  destined  to  receive  the 
least  countenance  from  any  intelligent  mind, — and  if  it  further 
appear  that  the  mode  in  which  it  was  proposed  to  be  paid,  so  far 
as  it  was  payable  in  bonds  and  not  in  moneij^  is  to  all  intents  and 
purposes  a  loan  effected  by  borrowing  fiom  the  stockholders,  in- 
stead of  an  indiscriminate  sale  of  the  bonds,  for  which  the  laws 
afford  the  amplest  authority;  it  need  not  only  not  be  denied,  but 
on  the  contrary  must  be  admitted  by  all  that  the  assent  of  the 
stockholders  becomes  an  indispensable  element  of  its  success. 
Indeed,  both  the  Governor  and  the  Treasurer  appear  to  have  taken 
this  view  of  it.  I  confess  to  you,  sir,  ihat  in  my  earliest  exami- 
nation of  the  subject,  that  feature  appeared  to  nte  to  be  among  its 
chief  recommendations.  I  thought  the  Board  would  render  a 
grateful  service  to  their  stockholders  by  placing  at  their  option,  and 
dependent  upon  their  free  consent,  the  means  of  immediately  re- 
ceiving the  profits  of  their  capital  earned  during  the  year,  in  bonds 
which  they  might  dispose  of  according  to  their  own  pleasure;  or, 
preferring  a  continued  application  of  the  annual  revenue  to  the 
work  of  reconstruction,  rather  than  incur  the  sacrifice  which  might 
attend  a  general  and  indiscriminate  sale  of  bonds,  they  might  by 
their  conduct  indicate  that  preference.  It  nnist  be  apparent  to 
you,  sir,  that  a  general  sale  of  bonds^  under  the  urgent  necessities 
of  the  company,  to  an  amount  needed  for  the  reconstruction, 
might  involve  a  much  larger  sacrifice,  and  produce  far  greater  loss 
to  the  company  and  the  stockholders,  than  a  continued  application 
of  the  annual  revenue  to  that  purpose.  And  in  this  connection 
it  must  be  considered  that  unless  desired  by  their  stockholders,  and 
it  could  be  done  in  a  niarmer  acceptable  to  them  and  warranted 
by  the  charter,  the  Board  wei-e  under  no  legal  obligations, — though 
I  think  an  appeal  to  their  equity  possessed  great  force, — to  return 
these  profits  by  any  immediate  proceeding  whatever.  It  was  a 
question  as  to  the  time  and  rates  at  which  the  Board  would  pro- 
ceed by  borrowing  upon  a  sale  of  their  bonds,  to  replace  the 
amount  taken  from  the  revenue.  By  any  mode  which  would  in- 
duce the  stockholders  to  become  the  lenders,  a  loan  would  be 
efiected  ;  and  the  proceeds  as  properly  applied  to  the  objects  al- 
ready explained,  as  if  they  had  been  obtained  from  any  other  dis- 
ixjfiiu.on  ^i  the  bonds.     In  the  deciaioji  of  tliis  onp^tinn   ♦v.*>v/»r^- 
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the  Board  tliougiit  the  comlitioii  and  necessities  of  their  stockhol- 
ders shoidd  be  allowed  llieir  just  weiirlit  And  in  this  view  I  de- 
sire (cask  your  attention  to  the  condition  in  which  the  Board  were 
placed  when  they  delcrmined  to  submit  the  proposed  mode  of  pay- 
ment (o  their  stockholders,  and  also  to  the  advantages  they  hoped 
to  confer  upon  them  by  the  operation. 

It  has  already  appeared  to  you,  in  the  course  of  this  letter,  that 
after  using-  so  much  of  the  annual  profits  for  the  purposes  already 
stated  there  remained  at  the  control  of  the  Board  an  amount  which 
after  the  ordinary  appropriation  to  the  ''Sinking  fund,"  would  not 
have  authorized  a  cash  dividend  of  more  than  one  per  cent.  This 
amount  I  cannot  doubt,  all  will  consider  as  having  been  actually 
earned,  and  that  therefore,  at  least  the  part  of  thii  recent  dividend 
payable  in  money  is  of  real  and  not  ^-conjecturaV  profits.  I 
do  not  propose  to  enquire  why  to  this  extent  the  dividend  might 
not  have  been  accepted  by  the  Treasurer;  since  for  this  purpose 
it  is  not  here  alluded  to.  It  is  brought  into  view  in  order  that 
the  operation  of  the  dividend,  both  with  the  money  and  bond  fea- 
ture, upon  the  interest  of  tiie  State  as  a  Stockholder  mav  De  clear- 
ly seen  ;  and  I  desire  it  to  be  remaiked,  that  if  of  this  sum  on 
hand,  a  dividend  of  one  per  cent,  had  been  declared,  and  paid  to 
all  the  Stockholders  in  proportion  to  the  number  of  their  shares, 
in  money,  the  ^tate  of  Maryland  would  have  received  in  cash 
"IpoOUO,  and  no  more  ;  and  that  sum  would  have  constituted  the 
total  of  her  receipts  from  the  Main  Stem  of  the  road,  for  the  past 
year.  Now,  sir,  I  have  no  desire  to  conceal  from  you  and  the 
committee,  my  opinion  that,  if  the  Boaid  had  consulted  only  its 
own  ease  or  that  of  all  upon  whom  the  active  financial  duties  of  the 
Company  are  devolved,  have  treated  the  cash  actually  unexpend- 
ed as  all  that  remained  for  distribution,  and  limited  their  divi- 
dend to  one  per  cent.  In  the  posture  in  which  they  were  placed, 
however,  they  thought  they  were  scarcely  at  liberty  to  lake  so 
narrow  a  view  of  their  duty. 

Their  option  was  to  use  their  revenue  for  the  reconstruction 
of  the  road,  to  wait  their  own  time  for  the  sale  of  these  bonds 
and  make  no  dividend  till  one  or  both  could  be  accomplished,  or 
to  devise  another  form  a  loan  which  might  be  mutually  satisfac- 
tory to  their  Stockholders.     They  pursued  the  last  course. 

The  Board  had  reason,  officially,  to  know  that  this  citv,  own- 
ing a  full  moiety  of  the  whole  stock  of  the  Company,  while 
liberally  contributing,  in  various  modes,  to  the  revenues  of  the 
Slate,  was  uiuler  an  oblisjation  of  annuiilly  providing  larsre  means 
to  maintain  her  own  hitherto  unsullied  credit  ;  and  that"  the  pay- 
ment in  money,  or  its  equivalent  of  the  profits  earned  by  this 
Company,  was  if  not  indispensable,  of  the  utmost  importance  to 
her  financial  resources.  The  Board  knew  moreover,  that  to  a 
large  portion  of  the  individual  Stockholders,  a  pavment  in  bonds, 
either  as  a  means  of  safe  investment  or  as  a  medium  easily  con- 
veriable  into  money,  would  be  s-arcely  less  acceptable  than  cash; 
and  they  did  not  doubt  that  in  thus  creating  so  luige  an  interest 
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in  those  having  already  a  deep  stake  in  the  enterprise, — to  sustain 
the  value  of  the  bonds,  they  would  give  a  new  support  to  the  cre- 
dit of  the  Company. 

I  hope,  m,  1  may  be  allowed  to  say  that,  in  reflecting  upon 
their  course,  it  was  impossible  they  should  overlook  the  fact  that 
the  bonds  of  this  Company  being  of  greater  value  than  those  of 
the  Siate,  ii  would  be  in  the  power  of  the  Treasuiet  by  a  judi- 
cious exchange  of  one  for  the  other,  in  any  mode  that  might  be 
preferred  for  that  purpose,  to  place  the  State  upon  a  much  bettei 
footing  than  any  other  Stockholder.  The  Board,  however,  could 
only  propose,  without  attempting  to  enforce  this  advantage.  It 
was  placed  at  the  free  option  of  the  Treasurer  to  use  or  neglect 
it  according  to  his  pleasure.  If  from  the  view  he  should  take  of 
the  subject  he  preferred  a  dividend  of  one  per  cent,  in  cash  to 
such  a  dividend  with  ten  thousand  dollars  in  bonds  superadded  ; 
and  continue  to  reject  both  rather  than  accept  the  addition,  how- 
ever the  Board  might  differ  from  him  in  opinion,  they  could  have 
no  ground  for  censure  or  complaint.  Their  duty  will  be  perform- 
ed Vt'henthe}'  have  shown  a  sufficient  warrant  for their'proceeding  ; 
and  that,  in  adopting  it,  they  looked  as  steadily  and  anxiously  at 
the  interests  of  the  State,  as  they  could  do  to  that  of  any  other 
Stockholder. 

Whatever  may  be  its  value,  sir,  such  was  the  reasoning  by 
which  the  Board  were  led  to  propose  to  the  acceptance  of  their 
stockholders  the  mode  thus  devised  for  the  paynient  of  the  divi- 
dend ;  and  they  have  abundant  reason  to  congratulate  themselves' 
upon  t!ie  almost  universal  approbation  with  which  it  has  been  re- 
ceived and  sustained,  not  only  by  their  stockholders  but  by  the 
public  at  large. 

In  the  first  place,  sir,  at  the  annual  meeting  of  the  stockholders, 
at  which  the  report  proposing  the  scheme  was  submitted, — and  at 
which  it  was  competent  to  the  State  to  have  been  fully  represent- 
ed,— the  report,  with  the  recommendations  of  the  Board,  was 
unanimously  approved  and  adopted  ;  and,  of  the  seven  millions 
of  dollars  constituting  the  present  capital,  the  stockholders,  amount- 
ing to  six  millions  five  hundred  thousand  dollars,  have  cheerfully 
accepted  tireir  proportion  of  the  bonds,  and  thus  emphatically  tes- 
tified then-  approbation  of  the  expedient  proposed  by  the  Board. 
I  hope  I  may  be  permitted  to  add  that  the  stockholders  who  have 
thus  sanctioned  a  measure  not  only  for  its  intrinsic  merit,  but  for 
its  tendency  to  sustain  the  credit  of  the  company,  and  assist  the 
Board  in  die  future  prosecution  of  the  enterprise,  compose  that 
great  number  whose  investment  in  the  stock  of  the  company  has 
not  hitherto  yielded  a  revenue  equal  to  more  than  two  per  cent, 
upon  the  par  of  the  capital. 

The  State  of  Maryland,  acting  so  far  through  the  agency  of  the 
Treasurer,  is  the  only  stockholder  by  whom  any  opposition  to  the 
mode  of  payment  proposed  by  the  Board,  has  been  manifested  j 
and  I  hope  I  may  add  that  from  such  quarter,  least  of  all,  could 
any  opposition  have  been  anticipated. 
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ll  is  acknowledged  by  (he  (jJoveinor  tiial  ihe  Stute,  ia  one  form 
or  oiher,  lias  received  llie  full  interest  upon  her  investment  in  this 
company,  and  'Mhat  of  all  the  other  companies  chartered  by  the 
Siaie,  and  in  which  she  has  invesied  so  many  nnllions  of  her  ca- 
pital, this  is  now  the  only  one  from  which  she  can  hope  to  realize 
the  advantages  which  itidiiced  hei  original  inveolments  in  all  of 
them."  Atid  while  the  Board,  under  all  the  disadvanii'.gLs  of  an 
unfinished  work,  have  regularly  paid  their  annual  tribute  to  the 
public  tieasury,  the  Governor  furlhet  acknowledges,  witli  a  truth 
and  force  that  nnist  have  their  full  weight  with  all  reflecting  minds, 
'•that  the  paralyzing  elfect  of  the  State's  delinquencies  upon  the 
the  credit,  energies  and  prosperity  of  every  class  and  every  inte- 
rest, could  not  he  more  forcibly  illustrated  than  by  its  effecls  upon 
this  coujpany.'' 

Nor  nuist  it  not  l)e  overlooked  that  the  actual  receipts  of  the 
Stale  from  her  interests  in  the  woiks  of  this  company  during  the 
past  year,  if  the  cash  dividend  of  one  per  cent,  be  included,  would 
amount  to  not  less  than  seven  and  three-quarters  per  cent,  upon 
her  entire  investment.  It  is  also  to  be  stated  that  by  accepting  the 
dividend  in  the  form  proposed  by  the  Board,  and  promptly  eject- 
ing an  exchange  of  the  bonds  for  State  bonds  at  the  usual  market 
rate,  the  dividend  to  the  Stale  upon  her  capital  in  the  Tdain  Stem 
would  not  have  been  less  than  three  and  three-quarters  per  cent., 
while  by  the  other  stockholders  it  may  be  somewhat  uncertain 
whether  three  per  cent,  could  be  realized. 

Then,  sir,  it  may  be  seen  that  if  the  I'reasurer,  imitaiing  the 
example  of  one  of  his  most  distinguished  predecessors,  had  accept- 
ed the  sum  of  ten  thousand  dollars  in  the  company's  six  per  ceut. 
bonds;  and,  obtainingaulhoriiy  for  that  purpose,  had,  in  any  way, 
exchanged  the  bonds  for  those  of  the  State,  the  amount  of  interest 
which  might  have  been  received  by  ilie  State  from  her  investment 
in  this  company,  would  have  been  rendered  equal  to  nine  per  cent, 
npon  her  whole  investment.  1  hope  I  may  be  allowed  (o  remark 
that  by  such  a  course  the  Treasurer  would  have  efl'ecled  a  uiore 
advantageous  operation  than  may  be  expected  from  the  exchange 
of  the  bonds  of  the  Tide  Water  Canal  (Jompany  foi  those  of  the 
State,  which  the  Governor  has  deemed  it  expedient  to  recoiumend. 

I  desire  further  to  acquaint  you,  sir,  that  the  moile  of  paying 
in  bonds,  thus  proposed  to  the  option  of  their  stockholders,  is  a 
clear  addition  to  any  thing  that  they  could  have  received  indepen- 
dent of  it ;  and  that  in  no  event  could  the  State,  by  accepting  it, 
be  in  a  worse  condition  than  if  no  such  scheme  had  been  devised. 
You  will  find  ihai,  however  the  equity  of  the  case  might  be  de- 
termined, of  which,  I  confess,  I  should  feel  no  apprehension,  the 
Board  did  not  attempt  and  did  not  in  fact  give  any  advantage  to  the 
class  of  small  stockholders  over  the  State.  You  have  seen  that, 
without  boriowing  by  the  issue  of  bonds,  a  dividend  of  only  oue 
per  cent,  in  cash,  payable  to  all  the  stockholders  in  their  jiroper 
propoilion,  could  have  been  declared  ;  and  that,  in  such  event,  the 
State's   share  would   have  amounted  to  precisely  Jive  thousand 


[D.j  14 

dollars.  You  will  fuilher  discover  ihat.  according  to  the  mode,- 
actuallv  adopted  b}^  the  Board,  of  paying  to  all  stockholders  own- 
ing less  than  fifty  shares  three  per  cent,  in  cash,  and  to  ail  owning 
fifty  shares  and  over  one  per  cent,  in  cash  and  two  per  cent,  in 
bonds,  the  State  becomes  entilled  to  receive /z'ye  thousand  dolkws 
ill  cash,  a  sum  equal  to  that  which  she  would  have  received  from  a 
dividend  payable  wholly  in  cash  and  to  ail  stockholders  alike.  It 
would  then  clearly  appeal  that,  by  this  scheme  of  payment,  no 
preference  whatever,  detrimental  to  the  interest  of  the  State,  has 
been  created. 

Indeed,  sir,  in  determining  to  pay  tlie  full  amount  of  the  divi 
dend  in  cash  to  those  holding  less  than  tifty  shares,  the  Board 
acted  from  no  wish,  and  from  no  belief,  that  they  would  thereby 
contribute,  to  give  a  preference  to  any  class  of  tlic  stockliolders. 
They  desired  and  intended  on  the  contrary,  wliile  avoiding  ua- 
necessary  prejudice  to  any,  and  more  especially  to  the  Slate,  to 
conform  their  certificates  to  the  general  laws  regulating  the  paper 
currency,  and  to  prevent  any  injurious  eflTect  upon  the  credit  of 
tlie  public  securities  or  those  of  the  company.  They  felt  it  to  be 
their  imperative  duty,  if  they  issued  bonds  either  to  the  stockhol- 
ders, or  for  the  purpose  of  general  sale,  to  keep  them  of  such 
denominations  as  would  prevent  them  from  degenerating  into  the 
character  of  small  notes;  and  they,  therefore,  determined  to  issue 
no  bond  of  a  less  denomination  than  one  hundred  dollars.  Now 
to  make  a  dividend  of  three  per  cent,  including  the  n-et  profits  ac- 
tually in  hand,  equal  to  ane  per  cent,  and  to  issue  bonds  for  the 
excess,  it  will  be  perceived  that,  in  order  to  prevent  the  issue  of 
bonds  of  a  lower  denomination  than  one  hundred  dollars,  and  Jo 
give  the  State  the  same  amount  in  cash  as  she  v/ould  have  re- 
ceived under  a  general  money  dividend,  the  precise  discrimination 
adopted  by  the  Board  was  absolutely  necessaiy.  By  no  other 
contrivance,  as  the  Stock  Ledger  will  shew,  and  as  you  may  readily 
imap"ine,  could  it  have  been  possible  to  avoid  an  issue  of  bonds 
of  a  denomination  as  low  as  two  dollars.  Then,  sir,  if  by  this 
discrimination  the  State  was  deprived  of  no  part  of  that,  which, 
from  a  cash  dividend  payable  to  all  the  stockholders  alike,  she 
would  have  been  entitled  to  leceive,  and  if,  by  its  adoption,  the 
general  policy  by  which  the  State  has  wisely  regulated  paper 
issues  has  been  scrupulously  maintained,  and  the  credit  both  of 
the  Slate  and  the  company  in  the  future  sale  of  bonds  has  been 
prudently  j^uarded  from  depreciation,  ii  might  not  unreasonably 
be  expected  that  for  this  part  of  their  scheme  the  Board  would 
have  been  rewarded  with  approbation,  rather  than  rebuke. 

It  may  be  hoped,  sir,  thai  the  foregoing  observations  will  satisfy 
all  candid  minds  not  only  that  the  Board  have  not  declared  a 
dividend  of  ''conjectural  profrts,"  but  that,  in  ail  their  proceedings 
upon  the  subject,  they  have  proposed  to  divide  nothinfj  but  that 
they  had  actually  earned  ;  and  that  they  have  acted  with  the  full 
warrant  aud  sanction  of  th.e  law.  That  they  declared  the  divi- 
dend, and  devised  the  proposed  mode  of  payment   with  no  object 
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10  acquire  any  peculiar  advantage,  or  even  facility  in  iheir  own 
adiiiinisiiation  of  tl;eir  duties  iliai.  they  might  not  have  ensured 
wiilhJiii  II,  must  be  euLiiely  uianifcsi ;  dial  ilieir  own  convenience 
and  the  vigour  ol  then-  iuiure  operations  might  have  been  better 
prom'  led  by  a  cash  dividend  of  one  per  cenl.  only,  or  by  abstain- 
ing hou)  any  dividend  whatever,  is  not  less  apparent;  and,  when 
urged  by  the  necessities  of  a  moieiy  of  tlie  slock  to  divide  the 
receipis  actually  earned  by  the  employmf  nt  of  iis  capital,  either 
in  lafh  or  in  some  other  I'orin  equivalent  to  ca;h,  that  they  devised 
a  scheme  for  that  purpose,  working  no  injuiious  p-utialit}^  to  any, 
and  pioductivc  of  great  adviuilage  to  all,  is  abuudantiy  tesiilied  by 
the  almost  unanimous  assent  and  co-operation  of  their  stockhol- 
ders. 

It  becomes  no  more  than  proper  to  remark  that  the  Board  liave 
lost  none  of  theii  confidence  in  the  lawfulness,  or  expediency,  or 
wisdom  of  the  plan  which,  in  tiie  posture  in  wliich  they  were 
placed,  they  deemed  it  their  duly  to  propose.  The  effect  of  the 
measure  upon  tlie  credit  of  the  company  disappointed  none  of 
their  expectations ;  and  the  price  at  which,  until  the  appearance 
of  the  Message,  and  the  Tieasuier's  Report,  the  bonds  were  sell- 
ing, is  a  conclusive  proof  that  the  scheme  in  all  its  parts  confer- 
red substantial   benefit  upon  the  great  body  of  the  stockholders. 

That  the  proposed  mode  of  paying  the  dividend  should,  upon 
the  first  impression,  and  in  the  estimation  of  some,  wear  the  aspect 
of  novelty,  is  not  the  fault  of  the  Board,  nor,  I  apprehend,  of  the 
scheme  itself;  and,  I  respectfully  submit,  is  not  a  sufficient  reason, 
why,  without  an  investigation  into  its  real  character  and  merits,  it 
should  be  condemned.  In  the  nudlitude  of  expedients  to  which 
ihi:?  complex  branch  of  political  economy  is  periv.^iualiy  ;^iving 
rise,  those  of  tlic  wisest  conception,  and  the  most  beneficial  in  their 
results  are  very  apt  to  be  new;  and  if  eveiy  ihing  thai  appears  to 
be  novel  should  for  that  reason  be  discountenanced,  much  dial  is 
of  unquestionable  m^rit  might  be  forever  lost. 

I  need  scarcely  tell  you,  sn,  that  the  scheme  of  a  ''Sinking 
Fund"  itself — now  so  highly  prized  by  those  to  whose  manage- 
ment the  finances  of  the  State  are  confided, — and  which,  if  it 
could  be  constituted  with  the  necessary  provisions  and  guarantees 
for  the  payment  of  the  interest  and  redemption  of  the  principal  of 
the  public  debt,  might  be  admiued  to  be  of  considerable  value, — 
struggled  for  nearly  fift}'  years  from  serious  discouragements  on 
account  of  its  novelty.  I  by  no  means  presume,  however,  sir,  to 
assimdate  the  importance  of  the  scheme  proposed  by  the  Board  to 
that  of  a  judiciuusly  regulated  "Sinking  Fund  ;"  although  its  his- 
tory may  not  be  inapt  lo  illustrate  the  opinion  1  cnteitain.  that  (he 
best  financial  contrivances,  in  their  inception,  may  well  be,  and 
not  unfiecjuently  are  both  complex  and  novel. 

I  might  indeed  have  altogether  spared  you  these  observations,  in 
an  exposition  already  too  much  extended,  since  I  am  under  the 
firm  persuasion  that  ihe  mode  of  payment,  to  which  exception  has 
been  takenj  is  entitled  to  much  less  merit  on  the  score  of  novelty 
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than  might,  at  first  be  supposed.  Tlie  proceedings  by  the  Board 
in  the  instance  of  ihe  Washington  road,  ah'eady  examined,  are 
sufficiently  analogous  in  principle,  and  in  form,  to  the  measure  re- 
cently adopted  by  the  Board,  to  strip  it  of  the  character  of  novelty. 
But  if  I  have  not  wholly  misapprehended  the  real  attributes  of 
the  most  critical  and  isnportant  expedient  rendered  necessary  by 
the  urgency  of  our  public  finances, — that  of  paying  to  the  share- 
holders of  the  State  the  fruits  of  their  capital,  in  new  bonds  of  the 
State — it  does  precisely  square  in  principle,  and  even  in  outward 
form  with  the  mode  proposed  by  this  Board,  of  paying  to  their 
stockholders  two  per  cent,  of  the  net  earnings  of  the  road  ! 

In  some  points  however,  sir,  the  analogy  between  the  two  ex- 
pedients would  appear  not  to  be  so  perfect.  In  the  first  place,  the 
public  creditor  having  no  other  concern  in  the  employment  of  the 
capital  advanced  by  him  than  to  receive  the  legal  rate  of  its  inte- 
rest, might  not  be  expected  to  be  so  patient  at  disappointment,  or 
be  willing  to  accept  any  thing  short  of  a  full  equivalent;  wheieas 
the  stockholders  of  the  company  nn'ght  not  improbably  derive  great 
advantage  fiom  the  employment  of  their  capital,  though  ils  net 
earnings  might  be  used  otherwise  than  for  dividends.  In  the  next 
place,  it  will  be  apparent  to  you,  that  ti^e  arrears  of  indebtedness 
for  which  it  is  proposed  the  State  shall  issue  bonds,  have  never  in 
fact  been  earned  or  received  by  the  State,  in  any  form  whatever; 
and  that  however  justly  due  to  the  creditor  as  the  only  legitimate 
fruit  of  his  capital,  the  amount  of  bonds,  whatever  it  may  be, 
must  be  a  clear  addition  to  the  present  obligations  of  the  State  for 
which  she  has  received  and  can  receive  no  equivalent  whatever. 

On  the  other  hand,  the  amount  for  which  the  Board  propose  to 
issue  their  bonds  has  actually  been  earned,  and  legitimately  and 
usefully  expended  on  account  and  for  the  purposes  of  their  stock- 
holders ;  so  that,  besides  the  bonds  proposed  to  be  given  in  pay- 
ment, both  the  Bonrd  and  ihe  stockholders  have  an  additional  ad- 
vantage, if  not  a  full  equivalent,  in  the  cheaper  working  of  the 
road,  in  the  improvement  of  its  general  operations,  and  in  the  great 
augmentation  of  the  future  revenue,  which  may  certainly  be  ex- 
pected from  a  temporary  application  of  the  profits  to  those  pur- 
poses. 

If  it  should  be  the  pleasure  of  the  State  to  be  content  with  pay- 
ing the  arrears  due  to  ils  stockholders  in  new  bonds  at  a  leduced 
interest,  instead  of  six  per  cent., — the  rate  at  which  this  company 
has  issued  its  bonds — then,  in  that  respect  also,  the  analogy  to 
which  I  have  referred  would  be  incomplete.  Nevertheless,  sir, 
there  would  appear  to  be  analogy  enough  between  the  cases  to  re- 
move an\^  suspicion  of  novelty  from  the  mode  proposed  by  the 
Board.  Indeed,  I  do  not  doubt  that,  upon  the  examination  I 
have  invited  into  its  character  and  effect,  you  will  readily  recognise 
in  ils  form  and  substance  an  old  acquaintance,  perhaps  somewhat 
differently  situated,  but  in  strict  conformity  wiih  principles  which, 
both  in  theory  and  practice,  have  been  familiar  for  centuries. 

Allow  me  to  sav  in  conclusion,  ihat  althousrh  I  have  been  more 
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intent  in  removing  from  the  proceedings  of  the  Board  any  suspiciou 
of  improper  conduct  in  their  recent  dividend,  or  of  any  violation 
or  disrespect  of  the  authority  of  the  Law, — because  I  deem  it 
of  greater  importance  than  any  thing  else  that  their  conduct 
should  be  free  from  all  such  suspicion, — I  have  nevertheless  en- 
deavoured to  show  that  in  uniting  with  tlie  other  stockholders  in  re- 
ceiving payment  of  the  dividend  in  the  jTianner  proposed,  the 
State  would  not  only  subserve  her  true  interests,  but  really  ^'ren- 
der assistance  to  the  Company  in  the  prosecution  of  its  designs." 
I  must  ask  you  to  pardon  the  length  to  which  I  iiave  felt  it  in- 
cumbent to  extend  these  observations  ;  and  have  the  honor  to  be, 
sir,  with  the  highest  consideration, 

Your  obedient  servant, 

LOUIS  McLANE,  President. 
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